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SKELTON:

Good morning.

Let me welcome today's witnesses to our hearing on the 2008 budget request for the
Department of the Navy. And we welcome the secretary of the Navy, Dr. Donald Winter;
Chief of Naval Operations, Admiral Michael Mullen; the Commandant of the Marine
Corps, General James Conway.

And we appreciate your appearance, and we thank you for your testimony.

We will ask that your testimony be placed in the record in total, and hopefully you'll be
able to condense your remarks somewhat.

And our hearing is to consider your department’s position of three separate requests:
the fiscal year 2007 supplemental, the fiscal year 2008 main budget request, and the 2008
war budget request.

The request for the department in 2008 is $139 billion. When we add funding for the
two wars -- or, | should say, the two additional requests, it totals $159 billion.

In size and content, these budgets are all very serious matters. It's the military -- a
military at war. Our Marines are on the front line, and many sailors, naval officers, are
serving in front-line roles as well as providing critical support.

Before delving too deeply into the budget before us, let me first mention a personal
note, if I may, which I know is familiar with the admiral. | represent the great state of
Missouri in the middle of the country. My hometown of Lexington is on the major body
of water, the Missouri River. It's not quite navigable for capital ships, but yet I've always
been very proud that my father served aboard the battleship the USS Missouri, a ship of
the great white fleet that predated the battleship, made famous for the signing of the end
of the Second World War.

My personal experience, my study of history underscore the importance of a strong and
vibrant navy. Our interests are deeply tied to the maritime, especially international trade,
and | believe that our country can only remain a great power if we maintain a strong navy.
We must be able to project power and to maintain presence in order to deter potential
adversaries and reassure our friends.

It's without question certain of Admiral Mahan's key insights remain equally valid
today as they did when he wrote them at the turn of the century.

These beliefs about the need for a navy able to help achieve our range of national
security goals drive my concerns about the shrinking size of our ship force structure.

| feel like a bit of a broken record. And | know, Mr. Secretary and Admiral, you've
heard me make that point at earlier hearings.

We need to understand what the plan is to accelerate the effort to increase the size of
our Navy and to ensure the effort -- make sure that it stays on schedule.



This month, the Navy will get down to a low of 274 ships. Members such as |
remember participating in the drive to build up our Navy to a 600-ship navy. Two-
hundred-seventy-four is a shocking number.

I'm encouraged that in 2008 the Navy will commission seven more ships than it
decommissions. It will budget for seven more new- construction ships in 2008. And |
appreciate the fact that this year's budget request is consistent with the CNO's long-range
ship- building plan, which I'm sure he will discuss.

But I still remain concerned that cost growth in ship construction could cripple the plan
as early as this year.

I know that three of the ships in this year's request are littoral combat ships, a ship
class which recently experienced cost growth so severe that our Navy issued a stop-work
order to the contractor.

And despite a cap of $220 million for each sea frame this committee imposed
beginning on the fifth LCS in an effort to control costs, the budget request appears to ask
for about $300 million per LCS ship, number seven through number nine.

If this is right, simply put, the budget plan doesn't comply with the law. Given that 55
of the ships in the long-range ship-building plan are littoral combat ships, it's critical that
we get back in control of the cost.

Turning to our Marine Corps, our Marines remain deeply embroiled in combat in
several locations around the world while still providing a significant portion of the Navy's
9/11 capability to respond to unexpected events around the world.

This committee is deeply committed to ensuring that the United States Marine Corps
receives all of the resources it needs. And we stand ready to hear about the Marine
Corps's budget, and especially its unfunded priorities. All of these total over $3 billion.

On a happier note, I'm very pleased to see an increase in the size of the Marine Corps
funded in 2008 budget request, and I've been calling for an increase in the size of our
ground forces for a number of years, in particular the Army. And I'm pleased that both
the Army and the Marines hopefully will be beneficiaries.

Our main concern about the impact of current operations, especially the troop increase
in Irag, on Marine Corps readiness this committee remains deeply committed to meeting
our need of our Marines deployed to combat.

We are especially interested in your need for the reset of equipment, which is fast
wearing out in the Middle East. This committee, in a bipartisan effort, added almost $6
billion to last year's budget for the Marine Corps equipment reset. We look forward to
hearing about what your reset needs are for the coming year.

Let me, lastly, mention the desire of this committee to do whatever we can to improve
force protection. We have focused, among other things, on the mine resistant ambush
protected vehicle, known as MRAP, a program which we believe can be accelerated
significantly.

With that, let me recognize my friend -- instead of our ranking today, our colleague
from New Jersey, who is serving as ranking member today, Jim Saxton, for comments he
would like to make.

SAXTON:
Mr. Chairman, thank you very much. | appreciate being recognized at this time.



Secretary Winter and Admiral Mullen, General Conway, thank you for being with us
this morning. We appreciate you being here. And needless to say, we appreciate your
service to the country as well as all of those you lead in the Navy and Marine Corps.

It is a pleasure to have you here today to learn more about the fiscal year 2008 budget
for the United States Navy and Marine Corps. While hearings like today's may seen pro
forma because we do them each year, | believe it is critical for members serving on this
committee to have the opportunity to review the budget, then ask the tough questions that
we must ask about it so we can ensure that we make the right decisions for not only the
50,000 sailors and Marines serving in the Central Command but also for the Navy and
Marine Corps as a whole.

Budgets also tend to serve as signals for policy shifts. Today | hope that you will
elaborate on a few key areas of interest to this committee in order to help us understand
how the Department of the Navy is addressing some of the tough challenges and how we
might see those decisions reflected in the budget.

First, I am pleased with Secretary Gates's decision to increase the Marine Corps end-
strength to 202,000. This is a great thing that he has recommended. As a matter of fact,
this committee examined the end-strength needs of each of the services last year during
our committee's defense review. As a result, we became convinced that such an increase
was necessary to relieve stress on the force and enhance the ability of the Marine Corps
to effectively respond to any contingency.

Today, Secretary Winter and General Conway, | hope you will expand upon the areas
within the budget above and beyond additional personnel costs which reflect funds
necessary to ensure that you can accomplish this goal.

Second, I would like you to address the acquisition process from requirements
definition through fielding and sustainment. The question is the same today as it was last
year: Why can't we identify a requirement, develop a solution and get it to the war-fighter
in a reasonable period of time and at a reasonable cost?

The most frustrating part of this problem is that it seems like we identify the same
deficiency on nearly every program that runs into trouble, whether it's requirements creep,
failure of the contractor to perform, or unrealistic schedules.

Two glaring examples of this, as the chairman pointed out, the littoral combat ship and
also, I might add, the expeditionary fighting vehicle. The third ship in the LCS class has
been under a stop-work order, as we all know, since January due to cost growth on the
first hull. It is unclear at this time what sort of cost risk we should have on the second
LCS.

It appears that the major cost drivers in this program were the parallel development of
design requirements with the detailed design itself; the drive to meet, launch, and
delivery dates over all else; and the lack of qualified Navy technical personnel to oversee
the program.

The cost growth of LCS has major impacts on other Navy programs, as well.

Admiral Mullen, as you have told us, that you need support to sustain funding for our
ship-building account consistent with the 30- year plan. But you can't get there if every
ship in the Navy buy is over-budget. Congress set cost caps on several key ship-building
programs for this explicit purpose, to help the Navy control cost.

LCS is nearly 20 percent of our 313-ship Navy. Mr. Secretary, we are waiting to hear
what course of action you plan to take on this vital program.



Today | hope our witnesses will tell us how the budget for 2008 reflects their attempts
to get this right. What are we going to do in order to change how the Department of the
Navy does acquisition? How are you applying lessons learned to another important
program, the mine resistant ambush protected vehicle, MRAP?

Once more, you have a program that is attempting to fulfill a critical war-fighting gap,
and you have an aggressive schedule to achieve this goal. What steps are you taking to
ensure that the same kinds of stumbling blocks -- requirement change, imbalance in
priorities -- leading to poor contractor performance and lack of technical oversight? And
we want to make sure that we won't impede your progress with these kinds of problems.

Lastly, I would like to hear about how the Navy is taking ownership of the missile
defense mission. The missile and nuclear developments in Iran and North Korea are a
clear and present reminder of the need to get our nation's missile defense capabilities
built, tested and fielded in sufficient numbers and as soon as possible.

Last October, in the wake of the North Korean nuclear test, we sent a letter to the
president urging him to further accelerate the schedule for fielding Aegis ballistic missile
defense capabilities, including SM-2 and SM-3 interceptors. What options were
considered, and what acceleration decisions are reflected in the budget request?

I've been particularly concerned about the transition of missile defense capabilities
from the Missile Defense Agency to the services. | am pleased that, starting this year, the
Navy has committed operations and sustainment funding for Aegis ballistic missile
defense. However, no missile procurement funds are requested in the budget.

I'm a strong supporter of Aegis ballistic missile defense. As such, |1 would encourage
the Navy to identify its Aegis BMD force structure requirements and the resources
needed to build these requirements.

With that, Mr. Chairman, I'd like to conclude by thanking our witnesses for being here
today and, again, for their great leadership capabilities as we move forward.

Thank you, sir.

SKELTON:
Thanks so much, Mr. Saxton.
And welcome, gentlemen.
Secretary Winter?

WINTER:

Thank you very much, Chairman Skelton, Congressman Saxton. Thank you for the
opportunity to appear this morning before this committee.

Today | am joined by Admiral Mullen and General Conway, two outstanding leaders
whose dedication to the Navy and Marine Corps is apparent to all who have had the
pleasure of working with them.

Each of us has prepared a statement for the record, which we respectfully submit.
These documents outline in detail this department's priorities, the strategic thinking
behind them, and the funding requests that are necessary to support them.

Our priorities presented in the FY 2008 budget request encompass both long-term and
short-term requirements.

The short-term imperatives include supporting Marines and sailors in the field, funding
the urgent requirements such as the mine resistant ambush protected vehicle program,



and making up for the losses of vehicles, equipment and aircraft that have been incurred
in combat operations.

At the same time, we must provide for the critical needs of the Navy and Marine Corps
of the future. To that end, the Department of the Navy is pursuing an unprecedented
modernization program across the full spectrum of our weapons platforms in both the
Navy and Marine Corps. This drive to transform the force is necessary and vital to our
national security.

The current transformation entails a shift from a blue-water- centric fleet to one with
greater brown- and green-water capability. This shift in focus reflects a greater demand
for expeditionary capability, a capability that will allow us to operate in the littorals. The
broad transformation now under way includes a new generation of ships, submarines and
aircraft, with programs in development production already in operation with the fleet.

Some of the department's new programs have encountered significant challenges. The
Navy's littoral combat ship program and the Marine Corps's expeditionary fighting
vehicle program are both innovative weapon platforms incorporating new technologies.
We are working on solving the problems that have arisen so that we can deliver vitally
needed capabilities to our war-fighters.

Both of these programs represent the kinds of capability that the future Navy and
Marine Corps will need to fight and win the wars of tomorrow. Faced with a dangerous,
uncertain world, with terrorist enemies, states that actively support or condone them, and
rising powers with intentions and capabilities that lack transparency, we have no choice
but to improve our own capabilities.

Mr. Chairman, in addition to addressing current and future needs, there are two
outstanding issues from last year that I would like to bring to your attention.

First, the basic allowance for housing shortfall must be remedied, for it represents a
shortfall of over $500 million and has a direct impact to our sailors, Marines and their
families.

Second, the Department of the Navy was given a mandate to execute the BRAC
directives, but the BRAC appropriation contained in the revised continuing
appropriations resolution for fiscal year 2007 did not include adequate funding to support
BRAC activities.

We owe it to the sailors and Marines and their families to find a speedy resolution of
these issues.

Mr. Chairman, the Department of the Navy's fiscal year 2008 budget request is critical
to both the short-term and the long-term national security of the United States.

Thank you for your continued support for our efforts to meet our constitutional
obligations to provide for the common defense of the American people. | look forward to
answering your questions.

Thank you very much.

SKELTON:
Mr. Secretary, thank you very much.
America's number-one sailor, Admiral Mullen?

MULLEN:



Mr. Chairman, Mr. Saxton, members of this committee, thank you for your continued
support of our men and women in uniform and for the opportunity and privilege to appear
before you today.

I'm honored to join Secretary Winter and General Conway here and consider myself
fortunate to serve alongside them at this critical time in our nation’s history.

And it is a critical time, Mr. Chairman. As you said and the secretary said, we are a
nation at war, and a maritime nation at war, fighting an elusive and adaptive enemy bent
on using terror and irregular tactics to spread hatred and fear across the globe. At the
same time, we are confronted by potentially hostile nation-states determined to develop
and use sophisticated weapons systems.

Your Navy is ready to meet these challenges. In fact, | would argue that it is more
ready, more capable than | have ever seen it in my 38 years of active service.

Through our fleet response plan, we continue to meet the demands of the combatant
commanders for trained, flexible and sustained forces with six carrier strike groups
available on 30 days' notice and an additional carrier strike group ready to serve within
90 days.

Indeed, nearly 100 of your ships and submarines are at sea today deployed, and more
than 60,000 sailors are forward. Fully half of these men and women serve in the Middle
East, and almost half of that number are on the ground, in combat and combat support
roles. They are performing magnificently, each and every one.

I had the opportunity to visit with many of them over the holidays in the Persian Gulf
and Iraq, Afghanistan, Bahrain and the Horn of Africa. I can tell you they are focused,
well-trained and well-led. They are proud of what they are doing, still prouder of the
difference they know they are making.

The best readiness we have ever achieved, the best sailors we have ever recruited, the
very best support from absolutely remarkable families -- it's an unbeatable combination,
Sir.

But we have to work hard to sustain this readiness. | remain concerned about high
OPTEMPO and certain shortfalls among our expeditionary forces, SEALS, explosive
ordnance disposal personnel, our Seabees, our medical corps, and our naval intelligence
community. And, as | testified to the House Appropriations Subcommittee on Defense
last month, the accelerated wear and tear on systems and equipment in a harsh physical
environment requires immediate attention, especially our C.B. equipment and older
models of our expeditionary aircraft.

The sound investments we've made in recent years to improve fleet capacity and
capabilities have paid off. We must now re-energize our procurement accounts to
maintain those capabilities in the future.

Our fiscal year 2008 budget request helps us do that, calling for the construction of
seven new ships, including a Virginia-class submarine, an LPD, and the continued
construction of a new aircraft carrier, as well as the addition of 188 new operational
aircraft to the inventory -- nearly 40 more than we ordered last year.

As you know, we submitted a ship-building plan to Congress last year that will
produce a fleet of 313 ships by 2020, a fleet size and balance to meet the challenges we
face at the maximum acceptable risk. That plan, submitted again to you with this budget,
has not changed.



Still centered on 11 aircraft carriers and a battle force of 48 submarines and
commensurate surface combatants, it will provide the nation more options and more
flexibility than ever before, particularly in core war-fighting competencies like mine and
undersea warfare and anti-ballistic missile defense.

| appreciate the support we've received from this committee in developing this plan
and in building the fleet. It is important that we sustain it.

We continue to evaluate, as we must, the impact global developments have had on the
plan’s original risk assumptions. The security environment is too dynamic and the pace of
change too rapid for us not to do so. But I assure you | remain committed to a stable ship-
building program and to pursuing, with our partners in industry and you on the Hill, the
efficiencies required to make it affordable.

Three things have definitely not changed, Mr. Chairman: my priorities to sustain
combat readiness, build a fleet for the future, and develop 21st-century leaders. | know
the role our Navy must play in helping win the war on terror, while providing a powerful
deterrent and meeting our commitment as a vital element of this nation's strategic reserve.

I know, and | know you know, that a maritime nation such as ours depends in great
measure on the overmatching capability, global reach, persistent presence, agility and
lethality of a strong navy. We are that Navy, Mr. Chairman. And with your continued
support, we will remain that Navy.

Again, on behalf of your sailors, Navy civilians, and their families, | thank you for the
opportunity to appear before you and stand ready to answer your questions.

SKELTON:
Admiral Mullen, thank you very much.
The commandant of the Marine Corps, General Conway?

CONWAY:

Chairman Skelton, Congressman Saxton, the distinguished members of the committee,
thank you for the opportunity to report to you today on the status of your Marine Corps.

I pledge to provide you with frank and honest assessments, and | come here today with
that thought again in mind.

In the past five years, your Marine Corps has been immersed in what we believe are
the first battles of the Long War, a generational struggle against Islamic extremists. The
Marines in our operating forces are being pushed hard, strained by the operational tempo
and the frequency of combat deployments. But their morale has never been higher,
because they believe they're making a difference.

Over two-thirds of our Marines have enlisted or re-enlisted since 9/11. They know full
well what the Nation expects of its Marines in a time of war, and they're shouldering that
duty with selflessness and courage.

They also believe that, through its elected government, the people of the United States
are behind them. The evidence of that support is everywhere: tangible support in the
fielding of new materiel, the latest equipment to protect them in harm's way, the reset of
the force to accomplish follow-on missions throughout the globe, and most recently the
proposal to grow our end-strength.

Increasing to 202,000 Marines will greatly reduce the strain both on the individual
Marine and on our institution as a whole. The end strength increase will gradually



improve the deployment-to-dwell ratio in some of our most critical units. Currently many
of these units are deployed for seven months and home for only seven months, some even
less time, before they return to combat.

Our Corps is, by law, to be “the most ready when the nation is least ready”: the nation's
shock troops. These additional Marines will allows us the dwell time needed to train and
sharpen the skills that will be required of us in the next contingency, thereby reducing
future operational and strategic risks.

Over 70 percent of our proposed end-strength increase is comprised of first-term
Marines, so we are making the necessary increases in recruiting and retention. This will
be a challenge, but our standards will remain high. We will need your continued support
for enlistment bonuses and other recruiting programs, such as advertising, which are
essential for us to continue to bring aboard the best that America has to offer.

Turning to the plus-up operations in Irag, we have approximately 4,000 Marines
affected. First, I would like to correct the misunderstanding by some in the media that our
end strength increase is directly tied to the plus-up in Irag. This is not the case. Our
request for additional Marines is separate from -- indeed, it predated by several weeks --
the announcement of the plus-up operation.

I also want to assure you that all Marines going into the Al Anbar province will be
properly trained. Units that have been accelerated in the rotation have indeed had their
training schedules adjusted. But those schedules include all five phases of our
predeployment training package. They will be properly equipped. We have identified
their only equipment shortfalls, which is a result of manufacturer nonavailability, and
those are the latest generation sniper and spotter scopes.

Ladies and gentlemen, your Marines recognize that this is an important time in history
to serve our country. They are truly a special breed of America's warriors. It is on their
behalf that | come before you today to answer your questions and help all understand
how we can best support these tremendous young Marines and sailors in combat.

I look forward to your questions.

SKELTON:

General, thank you very much.

And, Mr. Secretary, before | ask any questions and turn it over to the members, | think
it's incumbent upon me to note that there are so many here on this committee that
represent port cities. And what they don't know is that | represent a port city. Lexington,
Missouri, was the largest port in western Missouri during the latter part of the '30s and
the '40s and the '50s. And it was the war between the states that shut down our port
operations. So | think that those that represent port cities should take note of my nautical
interest along the Missouri River.

(LAUGHTER)

I will reserve my questions for a moment later.

Mr. Ortiz?

Let me mention this. The five-minute rule is still in effect. Everyone's doing well.
Please do your best to abide by it, we appreciate it, so everybody can get their questions
in. Thank you.

Mr. Ortiz?



ORTIZ:

Thank you, Mr. Chairman.

Mr. Secretary, Admiral, General, thank you so much for joining us today.

Admiral, in your testimony you state, "Within our own hemisphere, some leaders have
become increasingly vocal in their opposition to policies of the United States."

Now, | would like to know, how does the Navy's strategy plan, given that after BRAC
there will be no longer Navy ships in the Gulf region -- you know, we have a lot of
refineries, we have the commercial sea lanes, we have a lot of Gulf oil-drilling. And how
do you address that?

MULLEN:
Clearly...

ORTIZ:

Let me, before | finish, because we are limited. And then | saw in some testimony that
we're about to give some minehunters ships to Lithuania, which | think is good, to Turkey,
which is good. They might be old, but we're not going to have anything on the Gulf Coast.
And that concerns me, and | hope that you can address this question, Mr. Admiral.

MULLEN:

Certainly. I understand the concern, Mr. Ortiz. And the statement in my testimony was
focused on certain evolving events and rhetoric coming from the countries south of us.

We have ships in that AOR routinely. They come from our ports on both coasts. And
the way they are both dispersed and operated right now, I'm not overly concerned that
they can't respond to the need in that part of the world.

My general philosophy there is to engage these countries both militarily and
diplomatically. And so, my take on that is we're a long way from any kind of military
engagement, based on what's going on in that part of the world.

With regard to the minehunters, the ships to which I think you are referring, we've
decommissioned those and recommended they be transferred based on the fact that | don't
have a capability requirement for hunting mines. My warfare problem is in sweeping
mines right now, as far as ships are concerned, which is why we both decommissioned
them and are recommending they be transferred.

Their original mission was tied to port breakout, which would be applicable were we to
be concerned about getting out of our ports. | don't see that as a concern in the near term
or the far term, which is why | think those ships should be transferred.

ORTIZ:

We're still having problems with Katrina on the Gulf Coast. And the first ship that
responded was from our home port, which was Ingleside. We were on the verge of
developing some new technology to do away with the minehunters and put them on the
ships, you know. Where is that technology today? Have they been -- do we have it?

MULLEN:



Sir, the future mine warfare plan integrates many of the capabilities that we're
developing on the littoral combat ship, the mine warfare module. And clearly the
response of the ships, the minehunters in particular in Katrina, which was terrific in
clearing ports, shows the flexibility that we have in platforms which go to sea, whether
they're Navy or Coast Guard. But it has not been their principal mission.

And as | try to balance the books overall, that's with the -- what is the current war-
fighting requirement? That's why we made the decision to decommission those ships.

ORTIZ:
But that's the future plan. I'm talking about now, what do we have. | mean, we're still
waiting on the technology, because you're talking about a future plan. Am | correct?

MULLEN:
In terms of mine warfare?

ORTIZ:
Yes, Sir.

MULLEN:

Yes, sir, we're actually fielding that plan right now. | mean, we've developed a number
of technologies over the last 10 years which we'll field in the next couple of years. And
the modules coming with LCS are a significant part of that. But it's not just on ships; it's
in aviation as well.

ORTIZ:

I just want you all to know that I'm very concerned. Some of this fuel, as you well
know, is used by our military. And all this takes is one strike, and then with nobody
protecting the Gulf Coast and the Gulf of Mexico -- | am very, very concerned about this.
And | just wanted to mention this to...

MULLEN:
Yes, sir. | understand.

ORTIZ:
... our leadership this morning today. So thank you so much. I'm running out of time.

MULLEN:
Thank you, sir.

SKELTON:
I thank the gentleman.
In lieu of the ranking member, Mr. Saxton?

SAXTON:
Thank you, Mr. Chairman.



Admiral and General Conway, you both made reference in your opening statements to
something that I would just like to make note of, particularly General Conway, when you
said that we're in the first few battles of this long struggle. And it reminded me of some
thoughts that have been occurring to many of us, to some of us at least, in the last period
of time.

And that is this: As time goes on and technology changes, our war-fighting capabilities
change and the threat changes. And we're going to talk today about LCS and the mine
resistant ambush protected vehicle and probably some other things. And that's because
warfare has again changed. And the weapons being used against us have changed. We
hear about IEDs.

But maybe one of the things that we haven't realized sufficiently is that our enemies
are using a different kind of weapon against us today, different types of weapons that we
ourselves developed and made available to them: information technology and television.

Let me point out what | think is the best example of their smart use of this. Vice
President Cheney went to Afghanistan recently. He stayed overnight at Bagram Air Force
Base. He had in tow a contingent of the press. The bad guys decided they could make a
statement. They got a guy with a suicide vest. He found his way to the gate of Bagram
military base, or at least near it, got himself ensconced among 20 civilians and one
American soldier, and pulled the cord on his vest. It was the biggest story in this country
this week: an attempt on the vice president's life.

I'm pretty much convinced that wasn't an attempt on the vice president's life. I am
convinced that that was a statement and a story sent to the American people. Bad news.
And so, this information-technology world that we live in today is being used as a
weapon to try to convince the leaders of this country and the American people that this
war is not worth fighting. And I'm here to say that we have no choice but to fight it
successfully.

Now I'd like to talk about LCS.

Mr. Secretary, at the time that the 90-day stop-work order was issued for LCS 3, you
told the committee that you were targeting 45 days for the review. And that time, of
course, has now passed.

What is the current status of your review, and when do you expect to resolve the stop-
work order? And is the Navy Program Management Assist Group's assessment complete?

WINTER:

Sir, we've made | think very good progress, in terms of the overall assessment. There
are a few other data requests that | had made and a few additional briefings that will take
us on through the better part of next week. But that should complete the period of
assessment.

And | believe that, with the data that I'm being provided, at that time we'll be in a
position to make a rapid assessment of the appropriate courses of action for at least the
flight zero, the first four of the LCS vessels. | intend to take that immediately to the
undersecretary for AT&L and the DEPSECDEF, get their approval, and then come back
here to you, to Congress, to inform you of what | would like to do on the LCS program.

SAXTON:



Do you have a timeframe by which you'll be able to make that information available to
us?

WINTER:
Sir, | expect that that will be in the next two to three weeks.

SAXTON:

Very good.

Let me go on here a little. A highly puzzling set of press stories on the LCS program
appeared yesterday, in which "high-ranking Navy sources," quote/unquote, first predicted
the second LCS ship being built by General Dynamics at its Austal shipyard would cost
in the neighborhood of $350 million, which is close to the estimated cost of the LCS 1,
being built by Lockheed Martin.

Then later in the day, we saw a sort of retraction, implying the Navy misstated the cost
estimates of both LCS 1 and LCS 2 and is apparently unsure of what the General
Dynamics ship will cost.

Please help us understand, is the second contractor's ship coming in at costs similar to
LCS 1, which led you to issue the stop-work order? Or is the Navy again unaware what
the true cost is for the ship that is approximately 40 percent complete?

WINTER:

Sir, we're watching it very carefully. As you've just indicated, LCS 2 under
construction under General Dynamics' prime contract is only 40 percent complete, as
opposed to LCS 1, the Lockheed vessel, which is around 75 or 80 percent complete at
this point in time.

We obviously have a little bit better understanding of the cost posture on LCS 1 as a
result of that advanced stage.

On LCS 2, the indications right now are that there are some increases in cost. But we
have not seen anything approaching the numbers that were indicated in the press. The
numbers are significantly less than that. But it is a matter that we want to watch very
carefully.

I would also note that we have not seen certain specific issues that have been
problematic with LCS 1. We do not have an issue with the reduction gear. LCS 2 also is
manufactured principally out of aluminum as opposed to steel and, as a consequence, has
experienced less of a cost growth in raw materials. And also, because LCS started a bit
later, it has not suffered from the same degree of concurrency in the design and
construction activities.

We're hopeful that those factors will contribute to a lower cost than we're experiencing
on LCS 1. We will watch this very, very carefully, sir. And | expect to get further cost
estimates in the week to come.

SAXTON:
What is your current estimate of the cost of the first LCS ship?

WINTER:



At this point in time, we believe, assuming we're able to continue the current progress,
in the $350 million to $375 million range.

SAXTON:
Finally, if both contractors' ships appear to experience cost growth, are you concerned
that the problem may lie with how the Navy is managing the program?

WINTER:

I think the cost growth is due to several factors. First of all, a general over-optimism at
the beginning of the contract, regarding both cost and schedule. And that was exacerbated,
if you will, by the use of a cost-reimbursable contract. This was further complicated by
some limitations in Navy oversight and some performance issues on the part of the
contractors.

That is something we're going to have to look at. And, in particular, in terms of future
acquisitions, | expect to make some significant changes to the overall acquisition process.

SAXTON:

Thank you, Mr. Secretary.

Mr. Chairman, | have some other questions, but I'll be glad to withhold them until later
in the day.

SKELTON:
You bet. Thank you very much.
The gentleman from Mississippi, Mr. Taylor, Gene Taylor?

TAYLOR:

Thank you, Mr. Chairman.

I want to thank all of you gentlemen for being here.

Secretary Winter, I'm, for one, particularly disappointed in the whole design build
concept. I think it's been a miserable failure. | think it's completely contrary to the
investment our nation makes, starting with sending young people to Annapolis, working
on their advanced degrees. It completely ignores the life skills that these young ensigns,
who become lieutenants, who become commanders, who become captains -- they're the
ones who ought to be coming up with the plans for the next generations of ships.

And | would hope that you would take to heart the failure of this program, not let it be
repeated in the DD(X) program or any other program.

I'm also disappointed -- although | understand you have to tow the company line, as an
appointee of the president -- that once again the president of the United States is asking
for seven ships. Even in the best of times, when ships lasted for 30 years, seven times 30
would translate to a 210-ship fleet.

Given that may of these ships, including the coastal minehunters that are included in
your testimony, the block-1 cruisers, are being retired at less than 20 years, this 7-ship
acquisition times 20 would lead us to about a 140-ship fleet. And that's unacceptable.

I'm very pleased that our colleague on the Appropriations Committee has expressed an
interest in trying to fund 12 ships this year. If the Bush administration won't ask for them,
then Congress is going to fulfill our constitutional responsibility to build a navy.



Given the willingness of the appropriators to make that happen, given that you've only
asked for five, if we are able to find the funds -- which is going to be a challenge; we're
going to have to find about $5 billion -- what would you like to see those other five ships
look like?

WINTER:

Congressman, thank you for the question.

If the additional funds are made available -- and | have to emphasize that, because |
think within the current funding we have made a proper optimization of the overall
department's budget. But if the additional funds are available, | will note, first of all, that
CNO has indicated his highest priority is for an additional LPD-17.

And | would support that from a requirements perspective, although I will note that it
may create some issues in terms of the workforce availability down at Pascagoula, given
the post-Katrina issues that have been faced by that yard.

TAYLOR:
Let's worry about the fleet.

WINTER:
Yes, sir.

TAYLOR:
We'll make everything else fall in place.

WINTER:
| understand.

TAYLOR:
Good.

WINTER:

The second item that | would note, perhaps the easiest one to work, would be to
accelerate the additional production of TAKEs (ph). We have, in the past, produced those
at a two-a-year basis. The current plan is a one-a-year basis. And so, given the yard
capability there, accelerating that production back up to two would appear to make sense.

One of the other areas of particular interest, | recognize, on the part of many of the
members of this committee has to do with the Virginia class. There we are right now at a
one-per-year production rate with a plan to go to two a year in 2020.

The Virginia-class submarines require us to start with a two-year advanced
procurement, to be able to provide for the nuclear power plant that supports them. So we
would need to start two years in advance. What that says is, if we were able to start in '08
with advanced procurement, we could accelerate, potentially, the two a year to 2010.

I would make two specific requests, however, relative to any acceleration in Virginia
class. First of all is we've been working very, very hard to provide a degree of stability
for the shipyards. If we're going to go to two a year in 2010, we really need to go to two a



year for 2010, 2011 and out from there on. We don't want to go to two a year and then
back to one a year. | think that would create too much stress into the workforce there.

The other thing is that we do need to have multi-year approval on the Virginia class to
be able to achieve the efficiencies that we're looking for, in terms of that class of vessels.
And that multi-year would have to encompass any additional vessels here.

TAYLOR:

Commandant, your force has taken a very ambitious stance toward the MRAP. It is my
understand that they're going to try to have 4,000 of those vehicles in the inventory
sometime around the first of the year.

I want to applaud the Marines. | would hope that you would encourage your colleagues
in the Army to work with you on that. And I would ask for your personal involvement in
this, to see that the ambitious goals that have been set by the Marines are fulfilled.

CONWAY:
You have it, sir.

TAYLOR:
Thank you, sir.

SKELTON:
Thank you.
Mr. Forbes, the gentleman from Virginia?

FORBES:

Thank you, Mr. Chairman.

And, first of all, let me thank you, Admiral and General and Mr. Secretary, for the
great job you do in defending our country and keeping us free.

As you know, | have the privilege of serving with my colleague from California as one
of the co-chairs of the Navy-Marine Corps Caucus. She's a great champion for your
issues.

And we understand that -- and we respect your integrity, first of all, as you come
before us and thank you for that. We also know you have enormous competing demands
that you must reconcile. And we just wish we had a day that we could do nothing but
bring in all the wonderful, good things that you do, so that we could make sure that they
were clear to the American people.

But today, I'd like to ask you just three questions, and I'll just throw them out there and
then see if you have time to answer them.

One of the things that continues to just worry me is what we're seeing with
asymmetrical warfare challenges, especially situations like we had with the Cole and the
recent ASAT situation from the Chinese and looking at the destruction of our
communications capability.

And the first question I'd ask you is, do you feel comfortable with our response to
those asymmetrical threats? Is there anything that we don't have in the budget that you
need to be able to deal with those threats, number one?



The second one, | continue to be concerned -- and | know it's just a difficult situation --
but how we deal with the escalating cost of ships. We're continuing to price ourselves out
of the market. That is something that | know requires a partnership, that we kind of put
our arms around and see what we can do. Is there more that we can do in that area?

And the third thing -- and, General, this is yours -- with the MRAP, as Mr. Taylor
mentioned, | know that we've got a shortfall there. And if you get the funding for that, are
you able to obligate that funding in '07? And the last part of that, how are we working to
make sure that the interoperability of those units function?

And so, with those three questions I'd just ask your insight.

MULLEN:

Thanks, Mr. Forbes.

On the asymmetric piece, and, clearly, in some of the previous testimony today, there's
been discussion about force protection. And that generally, these days, is focused on
ground forces. But it is equally of concern to me, and Cole would be an example of that.
And we've continued to invest in the technology and in the procedures and exercises, if
you will, to make sure that we get that right for the future.

We're going to talk, probably a lot, about LCS today. But LCS, the urgency of that
need was generated by the Navy because of the asymmetric kinds of threats that it can
address, not exclusively, but it clearly allows us to address, for instance, the waves-of-
small- boats kind of attacks that could be loaded with explosives, as well, as an example.

And so, we are working on the Navy side to transform how our people are trained and
what their skill sets are for the future, how our ships are both put to sea and the
technologies that are inserted in them, as well as expanding from the blue water to the
brown water, which gets to -- we are deploying our first riverine squadron literally this
month to Haditha Dam to relieve the Marines. But we've not got three squadrons, and
you've supported that well, and we need that continued support.

So there's a people piece of this, a capability piece, and a technology piece. Which we
find ourselves in the middle of transforming, literally, in so many ways, to meet the threat.

Networks are also a concern and how we operate with them and without them, for
instance, is another one.

So your concern is well-founded. We're in pretty good shape in this budget, with
respect to the investment to get where we need to go.

WINTER:

Sir, regarding the escalating cost of ships, I would just identify three specific items that
we're trying to work on right now, one of which is the stability to plan.

And you heard today that we're very pleased that the 30-year ship-building plan that
we just submitted to you is the same exactly in '08 and '09 and almost the same in the out-
years as what was submitted last year. And this gives the industrial base the opportunity
to properly plan for those activities.

Second of all, we're making a greater attempt to stabilize the requirements. We clearly
need to make a great investment in working these requirements up front, so that we have
a definitive set of requirements before we start a program and then we manage any
changes very carefully once the program has initiated.



Third, we're looking very, very hard at the actual contract process here. And, in this
regard, | fully expect that we will make a material change in our contracting approach,
going further in terms of the requirements maturation process before we go into the actual
construction, and then use a different contract vehicle, most likely a fixed-price incentive
contract vehicle, for the actual construction phase.

Relative to the MRAP activity, | will just say that we are initiating activities with nine
vendors to acquire test articles so that we can develop a great industrial base than we've
currently used to date. And these additional test articles will be used to evaluate both the
operability characteristics and the survivability characteristics of their proposed offerings
and give us the opportunity to flex in terms of our production capability as the
requirements continue to evolve.

SKELTON:
I thank the gentleman.
Dr. Snyder from Arkansas?

SNYDER:

Thank you, Mr. Chairman.

I wanted to ask several questions but one quick question to our service chiefs, Admiral
Mullen and General Conway.

Starting with you, Admiral, and you can answer this very briefly: Goldwater-Nichols
did a lot of good things. There are some that feel we need to revisit -- there's a lot of
frustration in this town and country about our acquisition process and procurement
process.

Do we need to revisit the provisions in terms of the participation of the service chiefs
in the acquisition process?

MULLEN:

The short answer is yes. Although, clearly, in the team that I'm in right now with
Secretary Winter, the service chief is very much included. But that's because of this
leadership team. It isn't always the case, in terms of service chief inclusion from
beginning to end.

SNYDER:
Statutorily you have some restrictions, in terms of being in the sign-off process on
some of the acquisitions.

MULLEN:
Yes, sir.

SNYDER:
Is that the problem?

MULLEN:
Yes, sir.



SNYDER:
General Conway, have you formed an opinion about that issue?

CONWAY:
Sir, | agree with the CNO. That's been my observation in the short three months.

SNYDER:

And, again, a question for our service chiefs: There's a lot of attention, and will be on
months and years to come, on the events at Walter Reed and the fact that -- | think
probably driven by medical holds, people get past their acute phase but then weeks and
months go by as things are trying to be determined by outpatient care.

Have you all looked at what's going on at Camp Pendleton and other places and the
different hospitals that you all are responsible for, in terms of being sure that you don't
have similar situations of people being, kind of, caught in a limbo?

Again, Admiral Mullen and General Conway?

MULLEN:

Certainly the articles that have been out there and this issue, which has been widely
spoken to, was a concern to me immediately. Although I personally have made many
visits to Bethesda and have not seen those kinds of things.

That said, we did take a very rapid look to see if we have the same problems, and we
don't. We have very few that are in that after- care kind of -- on the Navy side, and I'll let
General Conway speak for the Marine Corps.

That said, the secretary has directed an assessment over the next couple of months to
make sure that through the Department of the Navy institutions that we have this right.
It's a big organization, and we want to make sure that we get it right for those who serve
so nobly and, when they get hurt, to make sure they are cared for exceptionally well
throughout the system.

SNYDER:
General Conway? And, of course, not just at Bethesda. You've got medical facilities at
Camp Pendleton. Have you all looked at this issue?

CONWAY:

Yes, sir. And it's been one of my priorities, sir, in the short time, again, I've been the
commandant, to get around a visit these facilities.

And | think what is being presented with regard to Walter Reed is an anomaly. | don't
see that same kind of issue anywhere else in the country in the hospitals that I've visited.

And | would add that Marines who go to Walter Reed for treatment do not stay in
Building 18, but they're generally pretty pleased with the quality of the work, primarily
prosthetics, that they receive there.

SNYDER:
The issue that has been of concern -- we had this several years ago with Reserve
component folks -- is when they get in some kind of a medical hold status. Everybody



agrees the acute case is excellent. It's what happens after that. And | assume you all have
a process of making sure you don't have enclaves of people at Camp Pendleton or other
places that...

CONWAY:

Sir, we're creating in the Marine Corps what we call the Wounded Warrior Regiment,
with battalion headquarters on both coasts, that are going to get after the organizational
aspect of what you're describing. The battalions in particular will have a tracking
responsibility for Marines, wherever they are in the country — be it in a hospital, be it on
convalescent leave, perhaps even if they're out of the service and have needs. We want to
understand what those needs are and try to match up the generosity we see in the country
with these people.

SNYDER:

We need you to keep us informed about that.

General Conway, one final question. | have heard the description of what's going on
with our troops in Irag now is that you, the troops, our fighting men and women, are like
the offensive line in a ball game, but other government agencies are like the backfield.

A high-ranking officer described it to me, "It's great, great people, but it's like we've
got soccer players coming in that weren't really trained and equipped to play football,”
that the State Department and other agencies are really having trouble fielding the kind of
team that you all need to be doing the redevelopment and political stuff.

Is that a fair metaphor for what you're seeing in western lraq?

CONWAY:

Sir, I think it's close. My concern is more with quantity than quality. Those individuals
that | worked with in Iraqg really were pretty good at what they did; there just was not
nearly enough of them from the various agencies.

SNYDER:
Not enough, yes.
Thank you.

SKELTON:

I thank the gentleman.

Before I call on Mr. Kline, let me ask Secretary Winter: As | understand it, the Navy
seeks to cut 901 medical personnel, 100 of which are doctors. Is that correct?

WINTER:
Sir, are you referring to the civilian conversion process?

SKELTON:
Yes.

WINTER:
I don't know the exact numbers offhand, but that sounds directionally correct.



SKELTON:
Well, think on these things. We'll discuss it a bit later. All right?

WINTER:
Yes, sir.

SKELTON:
Mr. Kline?

KLINE:

Thank you, Mr. Chairman.

Thank you, gentlemen, for being here.

I have so many questions. But | want to pick up where Dr. Snyder left off, if I could,
General Conway, with the Wounded Warrior Regiment.

I heard you explain this at an earlier caucus briefing or something a couple weeks ago.
I think it's a terrific idea. But we clearly have a horrific disconnect in our care for soldiers
and Marines that are coming back from Irag. And sometimes it's in the hand-off between
the Navy-Army medical system and the V.A.

We had just a horrific, tragic case occur in Minnesota in the last few weeks. A Marine
reservist had been to Iraq, come back, had difficulties, was in the V.A. medical system,
and yet he committed suicide. And the V.A. has got an I.G. investigation going now, as
they should, to see if there's something, a process particularly, that needs to be corrected.

And so, I'm very excited about this Wounded Warrior Regiment and the battalions.

The question is, not for you to explain the whole system -- | think it's terrific, and if
you'd like to add anything you can -- but is there something that you need from us?
Money I'm sure, but if there's something you need from us in the way of statute or
authority or anything we can do to make that better, because if it's in my head what is in
your head, it's absolutely the model for what we should be doing in all the services
everywhere.

What do you need?

CONWAY:

Sir, I've taken a brief at Quantico about two weeks ago, and there were some costs
associated with the requirement. It involved principally new construction. And I'm just
not sure, at this point, that we have to have what's being requested in order to satisfy the
requirement.

We selected this week the commanding officer of the regiment. He is a regimental
commander currently in Hawaii, coming this way. I'm going to toss this football to him
and have him to give me a second analysis, if you will.

At this point, I think we can field the requirements within our own resources. But |
would like to put a raincheck on the table and say we might be back to you asking for
some more.



KLINE:

When you say field it, when do you expect this to take place? You've got the
regimental commander inbound; he's obviously not briefed up and ready to go yet. When
will you have these two functioning battalions...

CONWAY:

Sir, I think by the end of spring we'll be fully operational. Elements of it are in place
right now in our Wounded Warrior Barracks on both coasts. And | suspect, at least in one
case, a lieutenant colonel operating there will be named as that battalion commander,
simply because of his expertise.

What we will need are the organization aspects of assigning our wounded Marines to a
battalion headquarters, the methodology for checking on them weekly and that manner of
thing to see what their needs are.

I think where we drop, sir, is really when a Marine goes out on convalescent leave.
And he then has to go to the local medical facility for his treatment. There's not a Marine
in the chain. | don't know that they receive the priority we'd like to see them have. And
those are some of the things we're going to work on.

KLINE:

Well, 1 think it's absolutely outstanding. And if it does not continue the tracking
through convalescent leave and then as they are taken up in the V.A. system, then it will
not have done what | think you have in mind and certainly what I have in mind.

CONWAY:
| agree with you.

KLINE:

We owe it to these Marines, to all the service men and women, we owe it to them to
make sure they're not falling through the cracks. And clearly, they are falling through the
cracks.

It's been my belief for a long time, maybe because | served all my life on active duty,
that when the Marine stays on active duty he's got a family there with him, he stays, in
the case of the Marines, in the Navy medical system, and he's got a lot of support built
right in. It's the Marine reservists and the Marines who are leaving where the problem
occurs.

And if this Wounded Warrior Regiment does what you've envisioned, | think it's
terrific, and | hope it will be the model for everyone.

And, Mr. Chairman, | have a lot of questions having to do with reset and MV-22s and
things, but I'll just defer than and yield back my time. Thank you.

SKELTON:
I thank the gentleman.
The gentlelady from California, Ms. Davis?

S. DAVIS: Thank you. Thank you, Mr. Chairman.



Thank you to all of you for being here, Mr. Secretary, General Conway and Admiral
Mullen.

And I just wanted to thank you, as well, for being so responsive to the Navy-Marine
Caucus. | appreciate the kind words of my colleague, Mr. Forbes. And that does give us a
chance to, really, in a very informal way, not quite this setting, to talk about the issues
that are of concern to all of us. And | appreciate that. Thank you.

I wanted to turn for a second, General Conway, because | have actually had some
concerns about the battalion aid stations at Camp Pendleton. And so, | would just ask you
to take a look at that.

One of the concerns is that the corpsmen there do not have access to the technology
that they need to track many of the Marines there. And the other concern is that they're
using Marine Corps dollars as opposed to Navy medical dollars to treat many of the folks
there. And if you could take a look at that, that would be helpful.

CONWAY:
I'm sorry, can you clarify? Are you talking battalion aid stations in the various
regiments, or are you talking about the hospital per se?

S. DAVIS: Well, we're hearing this from the corpsmen at Camp Pendleton.

CONWAY:
OK. Got it.

S. DAVIS: Thank you very much.

I think the other concern, really, is the fact that -- | think that the chairman has touched
on it -- that, in fact, we're decreasing medical professionals and the numbers in the Navy,
while the Marine numbers are going to be going up.

And I'm wondering how that increased requirement, really, on the Navy is going to be
played out as the Marines will have, certainly, more need for medical, even chaplains, in
the services that are going to be required.

How are you dealing with that balance, if you will?

MULLEN:

From the medical perspective, I think the concern is a legitimate concern. And 1 just
actually returned earlier this week from a trip out in Lemoore, California, near Fresno,
which we have a big naval air station there. And there is concern about the ability to hire
certain specialty skills in that area if we were to convert. We're actually short out there in
some of the specialties right now.

So | think we have to be very careful about how much military/civilian we do. And as
we do it, we're very precise in making sure that, as we distribute those conversions,
they're distributed in a way where we can actually hire the care, have the skills on the
medical side that would be able to take care of our troops and their families.

And that's probably my biggest concern writ large across all the medical kinds of
capabilities that we...



S. DAVIS: Is it also a legitimate concern that, in fact, the Navy is having difficulty
recruiting physicians, bringing people I guess into the pool essentially, to go on and
perform that very important...

MULLEN:

There are some key areas that we are experiencing difficulties in: anesthesiologists,
general surgeons, psychologists, psychiatrists, to name four. There's one more, | just can't
recall what it is right now.

And we've been supported before and asked for support this year for expanding the
bonus incentive pool to attract these kinds of individuals for scholarships and also to
retain the ones who are with us right now.

S. DAVIS: Well, I think, in that regard, we are all interested in how we can be more
helpful to try and help out in that area.

If I could turn for a second, | know that we were discussing yesterday the role that
many of our airmen are playing in lieu of positions. And you mentioned and we all know
how magnificently the Marines are performing. And, in many ways, they're essentially in
their role there. But I think for some of the Navy, perhaps, not necessarily in what they
actually were trained to do.

Could you respond to that? And are we putting people in positions that puts them more
at risk because of that training?

MULLEN:

Certainly being in a combat environment ashore where a war is going on, versus being
at sea, there's more risk.

We've generated a tremendous amount of effort to make sure they are trained for where
they're going. And the Army, in particular, has worked with us very carefully. And our
training is conducted down at Fort Jackson. And I visited there and have been impressed
with the -- getting our people trained right.

I just, as | indicated in my opening statement, came back from overseas, was ashore.
The Navy's got over 5,000 sailors on the ground in Irag right now in combat support and
combat service support roles. They're using about 80 percent of the skills they have in the
roles in which they're functioning. So, by and large, we're taking advantage of their skill
set. Obviously it's a different environment.

They've had a big impact. General Conway will tell you that; General Schoomaker will
tell you that; I get that feedback all the time.

S. DAVIS: Thank you, Mr. Chairman.

SKELTON:
Thank you.
That's in addition to the 7,500 that the Air Force has doing Army duties?

MULLEN:

Well, I've got 10,500 on the ground -- I'm sorry. I've got almost 13,000 on the ground
in CENTCOM AOR. That's Irag, Afghanistan, the Horn of Africa, throughout. So it is in
addition to, clearly, the ones that the Air Force...



SKELTON:

Hopefully the increase in the size of the Army and the Marines will help put more of
them at sea.

Mr. Conaway, to be followed by Mr. Courtney. Mr. Conaway of Texas?

CONAWAY:

Thank you, Mr. Chairman.

I'm assuming from your opening remarks that you're trying to get a carrier based down
in the Missouri River.

(LAUGHTER)

SKELTON:
We're working on it.

CONAWAY:
OK, good. You and Madam Bordallo are neck and neck for the next carrier.

SKELTON:
I claim seniority on that one.
(LAUGHTER)

CONAWAY:

I like your position.

Thank you, gentlemen, for coming.

A couple questions on the BRAC funding that was -- the C.R. that was stripped out,
the impact that that's going to have on those issues as it relates to the Navy.

The F-35, lengthening out when we're going to take delivery on that, what impact that
has on our carrier wings and how we're going to maintain all the airplanes we need for
the carriers that we've got.

And then, Mr. Secretary, the tension that | think is always there between what's on the
unfunded list and what's in the baseline, and how do you mitigate, or at least tell us you
mitigate, how you put things in the baseline that you have to have and you put things on
the needs list that are not necessarily wants but don't fit in the have- to-have category.

Because there's a game we can play by putting the things that you know we'll fund on
the needs list and funding things that you want in the baseline budget.

Could you talk to us a little bit about that tension and how you mitigate that?

WINTER:

Let me go through these rather quickly here, if I could.

On the BRAC, there's about a $3 billion DOD shortfall. The allocation of that will be
made by the OSD, the secretary of defense. We have not seen the specific allocation yet,
so it's a little hard for us to assess the specific impacts it will have. It is likely to have an
impact on our ability to meet the prescribed schedule in the BRAC law. The extent of that
and the particular areas it would impact I can only speculate on at this point in time.



In terms of the JSF program, the F-35 program, we're watching that very carefully.
We're managing that very carefully.

As you probably note in the budget request, we have six of the STOVALS requested
for '08. We're looking for the first flight of the STOVAL configuration coming up here in
June of '08. That will give us the opportunity to go ahead and initiate the first phase of the
procurement after that. We're roughly two years away, at this point in time, from the
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